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CURRENT LEGISLATION 

The Insurable Interest of a Corporation in the Lives of its Officers 
and Stockholders.— A recent Texas statute, Laws 1921, c. 84, p. 165, provides 
that any corporation, partnership, joint stock association or trust estate doing 
business for profit may be named as beneficiary in any insurance policy upon 
the life of any officer, stockholder or member. 

The modern tendency of the courts is to broaden the conception of an in- 
surable interest, and it is now generally accepted that a reasonable expectancy 
of pecuniary benefit arising from the continuance of life of an individual with 
whom one has business dealings, or a reasonable expectancy of pecuniary harm 
"because of the death of such an individual, furnishes an insurable interest. 1 Au- 
thority on the question whether a corporation has an insurable interest in the 
lives of its officers and stockholders is extremely meager and unsatisfactory. 
The courts seem rarely to have passed upon this question when it was not quali- 
fied by other circumstances, and an examination of the cases discloses that prac- 
tically all went off on some other point. 2 

Certainly a corporation has a "reasonable expectancy" of financial loss from 
the death of an officer or director, presumably specially qualified for the position 
lield. It has been generally held that co-partners have an insurable interest in 
one another's lives, because of the expectancy of continued partnership, where 
there are certain special circumstances. 3 Further, those decisions holding that a 
corporation has an insurable interest, are cases in which the insured was an 
officer, and one case, Insurance Co. v. Glass Co.* holds that it is by reason of 

'Bliss, Life Insurance (1872) § 21. See Mecltanicks Nat. Bk. v. Comins 
(1903) 72 N. H. 12, IS, 55 Atl. 191, for a full discussion of the authorities. Of 
course ties of affinity and consanguinity also furnish an insurable interest. 

' In Trinity College v. Travelers' Ins. Co. (1893) 113 N. C. 244, 18 S. E. 17S, 
the court hinted that a corporation had no insurable interest in the lives of its 
members. But the case merely held that a religious corporation had no insurable 
interest in the life of a co-religionist as such. Tate v. Building Ass'n (1899) 97 
Va. 74, 33 S. E. 382, involved the assignment of a policy to a corporation, and 
was based upon Wamock v. Davis (1881) 104 U. S. 775, which has itself since been 
narrowly limited by Grigsby v. Russell (1911) 222 U. S. 149, 32 Sup. Ct. 58. In 
Insurance Co. v. Schott (1908) 30 Ohio C. C. 656, the secretary of a corporation 
tried without authority to insure the lives of the members of the board of 
directors. The grounds for the decision were twofold: (1) that the corpora- 
tion had no insurable interest; (2) that the act of the secretary was void as un- 
authorized. A somewhat similar case is Victor v. Louise Mills (1908) 148 N. C. 
107, 61 S. E. 648, which was a stockholder's suit to enjoin payments of premiums 
upon a policy of insurance on the life of a former officer of the corporation. An 
injunction issued on the sole ground of the payments being ultra vires, the court 
expressly characterizing as dicta its remarks on the question of insurable interest. 

Authority on the other side is equally unsatisfactory. In Northwestern, 
etc. Ins. Co. v. Glass Co. (1910) 31 Ohio C. C. 665, it was held that a corpora- 
tion had an insurable interest in the life of its vice-president, but it was also held 
that as an assignee of a policy it needed no insurable interest to support the 
claim. However, Mutual Life Ins. Co. of N. Y. v. Board, etc. Co. (1914) 115 
Va. 836, 80 S. £. 565, holds squarely that a corporation has an insurable in- 
terest in the life of its president and general manager. 

3 Connecticut Mut. Life Ins. Co. v. Luclis (1883) 108 U. S. 498, 2 Sup. Ct. 
949 (partner indebted to partnership) ; see Powell v. Dewey (1898) 123 N. C. 
103, 105, 31 S. E. 381; but cf. Rahders, Merritt & Hagler v. People's Bk. (1911) 
113 Minn. 496, 130 N. W. 16 (recovery without special circumstances). 

'Supra, footnote 2. Cf. Insurance Co. v. Schott, supra, footnote 2, decided 
in the same court two years earlier. 
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the special skill of the officer in question. The Texas statute, however, goes 
much further than this and provides that the corporation may be named bene- 
ficiary in a policy on the life of any stockholder. The death of a shareholder 
who does not participate in the management would ordinarily seem to have no 
such effect on the corporation as to furnish the basis for that "reasonable ex- 
pectancy" which constitutes insurable interest. This provision apparently per- 
mits a corporation to insure the lives of its stockholders, naming itself as bene- 
ficiary, and thus commit a series of wagering contracts, traditionally disfavored. 5 
Under ordinary circumstances this conclusion would seem irresistible, but a 
peculiar Texas doctrine with regard to insurable interest makes it possible that 
the legislature did not mean to discard the rule of public policy against wagers. 
It is almost universally held that where A takes a policy on his own life, 
naming B as beneficiary, B need not have an insurable interest." But in Texas, 
whereas B may collect from the insurer, nevertheless the heirs and representatives 
of A may set up the lack of interest in B, and recover the proceeds from him.' 
Thus the legislature, in the instant statute, may merely have intended to enable 
a stockholder or officer to insure, naming the corporation as beneficiary, with 
the assurance that such corporation would retain the proceeds for itself. It is 
submitted that it is at least questionable whether the statute intended to make 
it possible for a corporation to take out insurance itself on the lives of its share- 
holders, naming itself beneficiary. The more restricted view would adequately 
accomplish the declared purpose of the statute." 



The "Incontestable Clause" in Life Policies.— The so-called "incontestable 
clause" required to be inserted in all life policies has been amended by recent 
statutes in Illinois, Laws 1921, p. 482, 1 and in New York, Laws 1921, c. 407 (2).' 
The large number of states which now require such a clause to be inserted/ and 
the almost universal use of it by the insurance companies as an inducement to 
insure, even where not required, makes its interpretation a matter of importance. 
The ordinary wording is "the policy . . . shall be incontestable after two years 
from its date." The question has arisen whether this means that the policy is not 
contestable after two years provided the insured lives that long, or whether it 
must be held to mean that the insurer is bound to contest the policy within that 
period of time, even where the insured has died before the expiration thereof. 

In the recent case of Ramsey v. Old Colony Life Ins. Co.* arising under the 
former Illinois statute, it was held that the clause is in the nature of a short 

5 See the emphatic opinion in Life Ins. Co. v. Sturges (1877) 18 Kan. 93. 

"The reason given for these decisions is that a person has an insurable 
interest in his own life. See Insurable Interest in Life (1918) 18 Columbia Law 
Rev. 381, 396 n. 56. 

T See Goldbaum v. Blum (1891) 79 Tex. 638, 641, 15 S. W. 564; Equitable 

Life Ins. Co. v. Haslewood (1889) 75 Tex. 338, 351, 352, 12 S. W. 621; Pacific, 

etc. Ins. Co. v. Williams (1891) .79 Tex. 633, 638, 15 S. W. 478. A series of 

strong dicta state this as the Texas law. But a careful search has disclosed no 

decision squarely in point. 

"The same problem with even more extreme possibilities arises with respect 
to the further provision of the statute, permitting a religious or charitable organ- 
ization to be named beneficiary in a policy on the life of any individual what- 
soever. 

Amending 111. Stat. Ann. (J. & A. 1913) § 6513. 

'Amending N. Y. Cons. Laws (1909) c. 28, § 101. 

'B. g., Ind. Ann. Stat. (Burns 1914) § 4622a3; Mass. Rev. Laws (Supp. 
1908) p. 1200; Mich. Comp. .Laws (1915) § 9360; N. Dak. Comp. Laws (1913). 
S6635c3; Tenn. Ann. Code (Shannon 1917) §3348a8(3). 

4 (1921) 297 111. 592, 131 N. E. 108. 



